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OATH OR AFFIRMATION

I, Erica Whittlinger, swear (or affirm) that, to the best of my knoWledge and belief the accompanying financial statement and

supporting schedules pertaining to the firm of Whittlinger Investment Corp. as of December 31, 2001, are true and correct. [
further swear (or affirm) that neither the company nor any partner, proprietor, principal officer or director has any proprietary
interest in any account classified solely as that of a customer, except as follows:

N

ol

Signature
CeO
) Tile
Sorde S WA
Notary Public E AAMAMAAAAAAAAAMAAAAAMAAA B
> LINDA S.WILKE
<: NOTARY PUBLIC -~ MINNESOTA
My Comm. Expires Jan. 31, 2005
This report** contains (check all applicable boxes): BNV WAV WYY
& (a) Facing page.
23] (b) Statement of Financial Condition.
3 (c) Statement of Income (Loss).
03| (d) Statement of Changes in Financial Condition
(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.
a (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
= (i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
13 (i) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢-3-1 and the
Computation for Déetermination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
() An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
& (n)

A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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ﬁNDEPENDENTAUDITORfS'REIE’ORT B

Board of Directors o = o ‘ o I
. Whittlinger Investment Corporation ' C ' '
Minneapolis, Minnesota

r

We have audited the accompanying statement of financial condition of Whittlinger Investment
Corporation as of December 31, 2001 and the related statements of operations, changes$ in
“stockholder's equrty, and cash flows for the year then ended. These financial statements’ are the
responsibility of the Lompanys management. Our responsibility is to express an oplnlon on these
financial statements based on our audit. ,

N 1

We, conducted our.audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require. that we plan ‘and perform the audit to obtain
. reasonable assurance about whether the financial statements are free of material misstatement.
An audit'includes examining, on a test basis, evidence supporting the amoéunts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and .

. significant estimates made by management, as well as evaluating the overall financial statement -~

presentatlon We believe that our audit provides a reasonable basis for our oplnton A

In our opinion, the flnancral ‘statements referred to above present fatrly, in-al material. respects,
the financial position of Whittlinger Investment Corporation asof December 31, 2001, and the.
results of its operations, changes in stockholders' equity and its cash flows for the year then
- .ended in conformlty with accountlng pnncrples generally accepted in the Unrted States -of America.

1

J«Zﬁ/{uﬁ— wéy“__,ﬂ' Z_LC- . ’\l L B
SCHWEITZER KARON & BREMER LLC ’ B ;
Certified Public Accountants

Minneapolis, Minnesota T s
January 24,2002 ‘




WHITTLlNGER INVESTMENT CORPORATION
STATEMENT OF FINANCIAL CONDITION

‘December 31, ] - . , _ ‘ 2001
ASSETS | : . - S : ,
Cash o . ‘ . o s " $ 28,547
‘Clearing deposit | o : ‘ R 10,000
Investment securltles . : ' ' . - - 51,666
Total assets _ , : C _ . ‘ $ 90,213

LIABILITIES AND STOCKHOLDER'S EQUITY

i

LIABILITIES: , ; : |
Accounts payable and accrued expenses ~ , $ 4,064
Deferred tax liability ' - o 400 -
Total liabilities T T . 4,464

'COMMITMENTS AND CONTINGENCIES (Notes 5 and 7) °

STOCKHOLDER'S EQUITY:
Common stock, par value $.01 per share;
* 1,000,000 shares authonzed 12,000 shares issuedand 7 R
outstanding ' - : S . 120
Additional paid-in capital : , , _ ' 41,880
Retained earnings - e . , : ‘ . 43,749
Total stockholdér's equity - , ‘ ' 85,749
Total liabilities and stockholder's equity - * o . ' $ 90,21‘3 .
)
3
/
See Notes to Fihancial Statements. | -4-




WHITTLINGER INVESTMENT CORPORATION

B ’ STATEMENT OF OPERATIONS

[

2001

Y.ear'Ekndeﬂd Decerhb‘er 51,
Revenue: »
~ Commissions $ 13,383
Investment income 2,564
~ Other 24
Total revenue N 15 971
Expenses: - ,
Commissions ; ‘ 9,400
Payroll taxes” . . T 791
Management fee ’ / 5,000
Other ‘ 117
Total expenses 15,308
Income before income taxes 663 _. '
" Provision for income taxes 155 .
Net income ' $ 508

See Notes to Financial Statements. S -5
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WHITTLINGER INVESTMENT CORPORATION

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY -

Year Ended December 31, 2001

3
T Additional
Common Stock Paid-In Retained
- Shares~  Amount Capital Earnings Total
Balance, Decermber 31, 2000 T12000 0§ 120§ 41,880 43241  § 85241
_ Net incorhe s L 508 508
Balance, December 31, 2001 . 12,000 $ 1200 - $ 41,880 - - $ 43,749 $ 85,749

T

Seée Nofes to Financial Statements. -

!
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WH‘ITTLINGER INVESTMENT CORPORATION
STATEMENT OF CASH FLOWS

t

T

Year Endved December 31,

~2001

CASH FLOWS FROM OPERATING ACTIVITIES: )
~ Commissions received $13,407
“Cash paid to vendors and employeés (15,952)

~ Income taxes paid 0
_Interest and dividends recetved 1,094
Net cash prov:ded by (used in) operatmg actlvmes . (’1 ,451)
, CASVH FLOWS FROM INVESTING ACT IVITIES: |
Proceeds from sale of investments. 4,754
- Net cash provided.by (used in) investing activities - 4,754 -
Increase (decrease) in cash 3,303.
Cash: - o '
- Beginning ; - T 25,244
. Ending . ’ .$28,547

RECONCILIATION OF NET INCOME (LOSS) TO NET CASH
PROVIDED BY (USED IN) OPERATING ACTIVITIES:

$ 508

Net income (Ioss)
Adjustments to’ reconcile net income (Ioss) to net cash
provided by (used in) operating activities: : _
Unrealized (gain) loss * (415)
Reinvested leldends '(1,055)
Increase (decrease) in: Co
’ Accounts payable © (644
Income taxes payable 5
Deferred tax liability . 150 -
Net cash provided by (used in) operatmg activities $ (1,451)

See Notes to Financiél S’tatements,»
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Note 1.

A summafy of the Company's significant accounting policies follows:

WHITTLINGER INVESTMENT CORPORATION -
NOTES TO FINANCIAL STATEMENTS -

Nature of Business and Significant Accounting Policies
Nature of business: |

Whittlinger Investment Corporation (the Company) is a wholly owned subsidiary of Whlttllnger

Capltal Management, Inc. (WCMI) g

The Company acts as an mtroducmg broker and dealer in securities primarily consisting of

stocks, bonds and mutual funds. It clears all transactions with and for customers on a fully
disclosed basis with a clearing broker or dealer, who carries all the customer accounts and

maintains the records pertaining thereto. The Company's customers consist primarily of

individuals located in the upper Midwest area. The Company’s principal source of business is

the execution of security trades as directed by WCMI for WCMI's managed accounts.

 Use of estimates:

The preparation of financial statements in conformity with accounting princib!es‘ generally'
accepted in the United States of America requires management to make estimates and

-assumptions that affect certain amounts and disclosi_.lres. Accordingly, actual resuits could

differ from those estimates.

)

Investment securities:

'«

" Investment securities are carried at quoted markét price and changes in market value are
recognized currently as unrealized gains or losses.

Income recognition:

. Security transactlons and their related commission revenue are recognlzed for accountlng
- purposes on the settlement date, generally three business days ‘after trade execution date.

The impact of unsettled transactions is not material.
Income taxes: .

Deferred taxes are provided on a liability fnethod whereby deferred tax assets are recognized
for differences in deductible temporary differences and- operating losses and deferred tax
liabilities are recognized for taxable temporary differences. Temporary differences- are the
differences between the reported amounts of assets and liabilities and ‘their tax bases. .

Deferred tax assets and liabilities are adjusted for the effects of changes in tax laws and rates . .

on the dates of enactment.

.

Cash equivalents: -
+

For purposes of reporting cash ﬂoWs, the Company considers *all highly liquid debt
instruments pun:hased with.a maturity of three months or less to be cash equivalents.

. The Company maintains its cash in bank deposit accounts, which, at times, may exceed

federally insured limits. The Company has not experienced any losses on such accounts. The

- Company believes it is not exposed to any significant credit risk on_’ cash.




Note‘ 2.

Note 3.

Note 4.

WHITTLINGER INVESTMENT CORPORATION
NQ;TES TO FINANCIAL STATEMENTS (CONTINUED)

[

Investment Securities ' _ /
A -

- Cost, fair’ value and aggregate unreahzed gains and losses. for mvestment securmes at

December 31, 2001 are summarlzed below:

t

Fair _ By Unrealized

, o Value. Cost Gains Losses
Money Market Fund $ 18,169 $ 18,169 $ 0 % 0
Equity Securities . 30,197 28,437 1;760 ' 0
Stock Subscription 3,300 3,300 0. 0

"0

$ 51,666 $ 49906 ' $ 1760 5$'

lnvestment income reﬂected on the statement of operatlons includes reahzed and unreahzed

gains and losses as follows:
!

. : - 2001
Net realized gains (losses) ' ' $ 0
Net unrealized gains (losses) : ‘ ‘ o 415

Total realized and unrealized gains and losses. & $ 415

CustomerTransactions*' S o

The Company does not hold customer funds or securities and' does not execute open market
transactions for its customers. Accordingly, the .Company is exempt from the requirement to
maintain a "Special Reserve Account for the Exclusive Benefit of Customers" under
provisions of SEC Rule 15¢3-3 based on Paragraph k(2)(n) of the: rule

EEERN

Related Party Transactlons

The Company-shares office facilities with its oarent company. A management fee of $5,000 ’
was paid to cover rent and other operating expenses. The Company received $14,746 from
its ‘parent as reimbursement for the costs assomated with the execution of |ts secunty

‘ transactlons ‘ ‘ , : S -

4

Net Capltal Reqwrements

The Company is subject to the Securities and Exchange Commission's uniform net capital
rule (Rule 15¢3-1), which requires the maintenance of a minimum amount of net capital and ,
requires that the ratio_of ‘aggregate indebtedness to net capital, both as defined, shall not
exceed 15-to-1. The rule also provides that equity capital may not be withdrawn or cash
dividends paid if the resultmg net capltal ratio would exceed 10-to-1.’

At December 31,72001, the Company had net capital and net capltal reqwrements of $69 047

. and $50 000, respectively. The Companys net capltal ratlo was .65to 1.




Note 6.

WHITTLINGER INVESTMENT CORPORATION
“NOTES TO FINANC_IAL STATEMENTS (CONTINUED) ’

Income Tax Expense . RS
_ The components of the income tax provision for the year ended December 31, 2001 areas
‘ follows : : , o
2001
Currently (refundable) payable , . ' :
.Federal ’ : . % .5
' State - g - - 0
Deferredtax - C o : 150
Total income tax provision ' ] - ‘ $ 155

Note 7.

. Of_f-balance-sheet credit »risk:\,

+

The Company files a consolldated tax return with WCMI Tax expense is allocated to each
entrty based on its income or loss-as it compares to the consolrdated income or Ioss

N

Fmancra| |nstrume_nts |

*
N .

In the normal course of business, the Company‘s‘ activities involve the execution and -
settlement of various securities transactions. -These activities may expose the Company to
off-balance- sheet risk in the event the customer is unable to fulfill its contracted oblrgatrons

‘ The Company’s customer securities actrvrtres are transacted ona cash basis.

N [

In accordance with industry‘practice,‘ the Company records customer transactions on a
settiement date basis, which is generally three business days after trade date. The Company
is therefore exposed to risk.of loss on these transactions in the event of the customer's
inability to meet the. terms of their contracts in which case the Company may have to
purchase or sell financial instruments at prevailing market prices. Settlement of these
transactions’ is not expected to have a material effect upon the Company’s statement of

financial condition. ‘ o » . ’
As é securi’ties broker and dealer, the Company is engaged in various brokerage. activities -
servicing primarily individual investors. The Company’s éxpesure to credit risk associated with
the nonperformance of these customers in fulfilling their contractual obligations pursuant to .

. securities fransactions, can be directly impacted by volatile trading markets which ‘may |mpa|r

the customer’s abrllty to satrsfy their obligations totthe Company.

-10 - -
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INDEPENDENT AUDITOR'S REPORT ON THE SUPPLEMENTARY SCHEDULES ~~ * |
Board of Directors , ) - I L |
g . Whittlinger Investment.Corporation . . o R ; .
-Minneapolis, Minnesota ‘ R ' \ . L L
) »C')ur audits were made for the purpose of forming .an opinion on the Aba‘sic financial‘éiatéments . o7
~. taken as a whole. The ihformation contained in Schedules-|, Il, and Hl is presented for purposes of . -
additional analysis and is” not a required part of. the basic financial statements, but is '
supplementary information, as listed in the accompanying index, is required by rule’ 17a-5 of the o
‘Securities and Exchange Commission. Such information has been subjected to the auditing .
procedures applied-in the audit of the basic financial statements and, in our opinion, is fairly stated =~ - .
"in all material respects in relation to the basic financial statements taken as-a whole. oY
SCHWEITZER KARON & BREMER, LLC ~ .~ . . -
. Certified Public Accountants - ' . , ’ , , o
. Minneapolis, Minnesota T . : S o
January 24, 2002 o oo o ~ . - . ‘ " ' .
-1.1—’. . : o, .— "‘ . ' ,’ . ' S0




i ) Schedule |
. WHITTLINGER INVESTMENT CORPORATION
COMPUTATION OF AGGREGATE INDEBTEDNESS 'AND
NET CAPITAL PURSUANT TO RULE 15¢3-, |
December 31,2000 e o
Total stockholder's equity from the statement of financial condition « .» . % 85749
Deductions: ’ ' I , : _ - - c ‘ | '
. Non-allowable assets” . , : ’ . c - (10,000).
T~ ; . . ‘ , ] ] :
Net capltalv before haircuts on securities positions. - o ‘ . 75,749
Halrcuts on securities: ‘ ' : , , ' _ ) .
" Trading and mvestment securities ) - ; - . (6702) -
Nétcapital = I S8 69,047
Aggregate indebtedness:
Included in statement of ﬁnanCIaI condltlon , v : : .
‘Accounts payable and accrued expenses o , ' . $§ 4464
Comiputation of basic net cépitel reduirefnent: |
Minimum net capital required (the greater of A . : } '
$50,000 or 6-2/3% of aggregate indebtedness) : : ~$ 50,000
Capital in excess of minimum requ_‘iremen,t‘ i B < - ‘ $ 19,047

- Ratio, aggregate indebtedness to net capital . o 6.5%

-12-




‘Schedule I

WHIITTLINGER INVESTMENT CORPORATION _
RECONCILIATION OF THE COMPUTATION OF AGGREGATE INDEBTEDNESS

 AND NET CAPITAL WITH THAT OF THE REGISTRANT AS FILED IN PART IIA OF FORM

X-17A-5
December 31, 2001

AGGREGATE INDEBTEDNESS

There were no ma‘t‘eria‘l adjustments to the aggregate indebtedness calculation.

NET CAPITAL

There were no material adjustments to the net capital calculation.

-13-




Schedule 1H

WHITTLINGER INVESTMENT CORPQRATION
- STATEMENT PURSUANT TO RULE 5¢3-3
- December 31, 2001

L]
]

1

" = As more fully described in Note 3 of the notes to financial statements, the Company does not

! hold funds. or “securities of .customers, - Accordingly, the Company is exempt.from the
requirements to maintain a "Special Reserve Account for the Exclusive Benefit of Castomers"
under provisions of SEC Rule 15¢3-3 based on Paragraph k(2)(ii) of the rule.

:
. = . . : -
v’ - . . B - .




* WHITTLINGER INVESTMENT CORPORATION
AUDITOR'S REPORT ON INTERNAL
' ACCOUNTING CONTROL
' December 31,2001

-15-
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL ACCOUNTING CONTROL .

[y

Tothe Board of Directors
* Whittlinger Investment Corporation -
Minneapolis, Minnesota

- . control structure, .including procedures for safeguardrng securities, in order to determine our

_ auditing procedures for the purpose of expressing our opinion on the, fmancral statements and. hot -

to provxde assurance on the mternal control structure

AIso as required by Rule 17a- 5(g)( ) and (2) of the Securltles and Exchange Commission, we

have made a study of the practices' and procedures (including tests of compliance with such
practices and procedures) followed by Whittlinger Investment Corporation that we considered
‘relevant to the objective stated in Rule: 17a-5(g)(1) in makmg the periodic computation of
“aggregate indebtedness and net capltal under Rule 17a-3(11) and (2) procedures for determining
complrance with- the exemptive provisions of Rule 15¢3-3. We did not review the practices and
_procedures followed by the Company (1) in making the quarterly securitiés examlnatlons counts,
_verifications and comparlsons and the recordation ‘of differences required by Rule 17a-13; (2)in
complying with the requirements for prompt payment for securities under Sectron 8 of Regulation
- T of the Board of Governors of the Federal Reserve Sysfem; (3) in obtalnlng and maintaining

" physical’ possession or control ‘of all fully paid and excess margin securrtles of customers as .

required by Rule 15¢3-3 because the Company does not carry securrty accounts for customers or
perform custodial functrons rélating to customer securities. v Vo

‘The_management of the Company‘ is responsible for establishing and maintaining a system of_
~internal accounting control and the practices ‘and procedures referred to in-the’ preceding

.- paragraph. In fulfilling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of ‘control procedures and. of the practices and- .

. - procedures, refefred to in the precedmg paragraph and to assess whether those practices and -
» procedures, can be expected to achieve the Commission's above-mentioned' objectives. The
objectives of a system and the practices and' procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded. agamqt loss from  unauthorized use, or drsposrtlon and that transactions are
executed in accordance with management’s authorization and recorded properly to permit the
preparation of financial statements in accordance with accounting principles generally accepted in'-
‘the United States of America. Rule 17a- 5(g) lists addrtlonal objectrves ‘of the practlces and
procedures Ilsted in the precedlng paragraph C _ \

" In planning and per_forming our audit of ‘the financial statements of Whittlinger Investment
Corporation for the year ended December’ 31, 2001, we considered. the Company’s internal .

1




’

~January 24, 2002 - | ‘ ‘ R

N

/ .

Because of inherent limitations in any mternal accounting control procedures on the practlces and -

. procedures referred to above, errors or irregularities may nevertheless occur and not be detected.
Also; projection of any evaluation of them to future periods is subject to the risk that they may

, become inadequate because of changes in cond|t|ons or that the degree of compliance with them
may detenorate

Our con5|derat|on of the internal control structure would not necessarlly drsclose all matters in the

" internal. control 'structure that might be material weaknesses under standards established by the

American Institute of Certified Public Accountants A material weakness is a condition in which.the

~ design or operation .of the specific internal control structure elements does not reduce to a

relatively low level the risk that errors or irregularities in @mounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely period by

employees in the normal course of performing their assigned functions. However, we noted no, .

matters involving the internal control structure, including procedures for determining compliance .
with the exemption provrsrons of Rule 15¢3-3, that we conS|der to be material weaknesses as

- defined &bove. .

o ~ . S

We understand that practices and procedures that.accomplish the objectives. referred to in the
second paragraph of this report are considered by the Commission to be ‘adequate for it3
purposes in accordance with the Securities and Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and on our study,

© we believe that the (,ompanys practices and procedures were adequate at December 31, 2001,

. to meet the Commission's objectives.
This report is intended \solely for the use of management; the Securities andExchange
Commission and the National . Association of - Securities Dealers, Inc., and other regulatory
ageéncies which rely on rule 17a-5(g) under the Securities Exchange Act of 1934 and should not
be used for any other purpose . , . v

"

| ‘{1 é,“ j Ao V&M' Lé'C'; | o '

SCHWEITZER KARON & BREMER, LLC :
Certified Public Accountants
Minneapolis, Minnesota =~ - -
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